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EXECUTIVE   SUMMARY 

The  1989  legislature  passed  House  Bill  26,  which  requires  the 
university  system  and  the  vocational  technical  centers  to  be  included  in  the 
state  central  payroll  system  operated  by  the  State  Auditor's  office.  The  bill 
was  intended  to  ensure  the  legislature  had  more  detailed  budget  and 
expenditure  information  concerning  university  employees. 

The  steering  committee  formed  to  oversee  the  project  has  determined 
that  several  university  units  do  not  need  to  be  included  in  the  state  central 
payroll  system  and  has  authorized  creation  of  a  separate  reporting  system- - 
the  Regents  Employees  Reporting  System  (RERS).  The  vocational  technical 
centers  and  possibly  some  university  units  will  be  included  in  the  state 
central  payroll  system.  Further,  the  steering  committee  recommends  that  the 
Commissioner  of  Higher  Education  (CHE),  rather  than  the  State  Auditor, 
maintain  and  operate  RERS. 

The  bill's  statement  of  intent  said  that  the  feasibility  study  for  the 
system  should  be  completed  by  November  1,  1989,  and  the  system  itself 
completed     "no     later     than     January     1,      1991".  The     Department     of 

Administration  completed  the  feasibility  study  August  27,  1990,  and  system 
implementation  is  currently  slated  for  July  1,    1991. 

The  1989  legislature  appropriated  $650,000  for  development  of  this 
system  during  the  current  biennium.  The  Department  of  Administration  has 
estimated  that  operating  and  maintenance  costs  during  the  1993  biennium  will 
be  $571,323.  This  estimated  budget  assumes  that  the  offices  of  the 
Legislative  Fiscal  Analyst  (LFA)  and  Budget  and  Program  Planning  (OBPP) 
will  share  a  substantial  portion  of  these  costs.  Neither  OBPP  or  LFA  has 
included  these  costs  in  their  budget  requests  for  the  1993  biennium.  The 
report  raises  the  issue  whether  these  agencies  should  have  to  pay  for 
information   concerning   the  university  system's  payroll  expenditures.      The 


report  also  discusses  how  the  estimated  costs  compare  with  the  cost  of 
operating  the  state  central  payroll  system  and  alternative  mechanisms  for 
appropriating  funds  to  maintain  and  operate  RERS  during  the  coming 
biennium. 

Attached   to   the    report   is   a   copy   of   OBPP's    status    report   on    the 
project . 


PURPOSE 

The  purpose  of  this  report  is  to  provide  a  history  of  the  university 
centralized  personnel  reporting  system  and  address  fiscal  issues  associated 
with  implementation  of  the  system  in  the  1993  biennium.  Attached  is  a  copy 
of  OBPP's  report  on  the  status  of  the  system. 

HISTORY 

House  Bill  26  passed  by  the  1989  legislature  requires  the  university 
system  and  vocational  technical  centers  to  be  included  under  the  uniform 
state  central  payroll  system  for  all  state  agencies  operated  by  the  State 
Auditor's  office.  The  bill  appropriated  $625,000  to  the  Department  of 
Administration  and  $25,000  to  the  State  Auditor's  Office  to  underwrite  the 
study  and  provide  for  the  implementation  of  each  university  unit  on  the 
uniform  state  P/P/P  system.  House  Bill  26  resulted  from  the  inability  and 
resulting  frustration  of  the  legislature  to  independently  collect  and  verify 
budget  and  expenditure  information  pertaining  to  university  employees. 

The  statement  of  intent  for  House  Bill  26  provides  that: 

...the  legislature  intends  that  the  information  services  division  of  the 
department  of  administration,  in  consultation  with  the  state  auditor  and 
under  the  direction  of  the  office  of  budget  and  program  planning, 
conduct  a  study  to  be  performed  and  finalized  by  November  1,  1989. 
The  purpose  of  the  study  is  to  determine  the  necessary  modifications  and 
costs  required  for  the  university  system  to  be  included  under  a  uniform 
state  central  payroll,  personnel,  and  position  control  system.  It  is 
expected  that  the  state  auditor  and  the  information  services  division  of 
the  department  of  administration  work  closely  with  the  board  of  regents 
and  each  unit  of  the  Montana  university  system  to  ensure  that  a 
systematic  implementation  of  each  unit  on  the  uniform  state  central 
payroll,  personnel,  and  position  control  system  as  approved  by  the  office 
of  budget  and  program  planning  be  completed  no  later  than  January  1, 
1991. 

Organization   and    Direction   of  Project 

Two  committees  were  formed  to  oversee  this  project:  1)  a  steering 
committee  to  provide  overall  project  direction,  and  2)  a  project  team  to 
provide  information  necessary  to  formulate  project  business  needs,   system 


requirements,  specifications,  test  and  acceptance  plans,  hardware  needs, 
conversion  plans,  and  implementation.  In  addition  to  the  two  committees, 
a  project  leader  from  OBPP  was  given  project  leadership  responsibility  and 
a  project  technical  manager  from  the  Information  Services  Division  (ISD)  was 
given  responsibility  to  manage  the  technical  aspects  of  the  project,  such  as 
the  analysis,  design,  software  development,  and  implementation  activities  of 
the  software  development  team.  The  system  was  named  the  Regents 
Employees  Reporting  System. 

In  the  early  stages  of  the  project,  the  steering  committee  discussed  at 
length  the  following  question:  "Was  it  the  legislature's  intent  that  the 
university  system  and  vocational  technical  centers  be  added  to  the  existing 
central  payroll,  personnel,  and  position  control  (P/P/P)  system  or  to  a 
central  payroll  system?"  The  law  passed  by  the  1989  legislature  states,  "the 
state  auditor  shall  install  and  operate  a  uniform  state  central  payroll  system 
for  all  state  agencies,  including  units  of  the  Montana  university  system  and 
the  vocational  technical  centers. . ." .  This  language  suggests  the  university 
system  and  the  vocational  technical  centers  should  be  added  to  the  state 
central  P/P/P  system  that  currently  exists  in  the  State  Auditor's  office. 
However,  the  statement  of  intent  refers  to  both  a  central  payroll  system  and 
the  central  P/P/P  system. 

The  steering  committee  ultimately  decided  to  create  a  separate  position 
and  payroll  reporting  system  rather  than  including  all  university  units  and 
vocational  technical  centers  onto  P/P/P  because: 

The  accountability  gained  from  having  employee,  position,  and 
payroll  data  accessible  to  the  legislative  and  executive  branches 
and  others  for  independent  review  was  deemed  of  greater 
importance  than  the  location  of  writing  warrants;   and 


Some  university  units  had  invested  significant  resources  developing 

internal  systems  which  already  contained  position  and  payroll  data 

desired  by  the  central  business  users. 

On    September    11,     1989    the    director    of    the    OBPP    informed    the 

Legislative  Finance  Committee  that  the  steering  committee  felt  the  impetus  for 

accountability  outweighed  the  issuance  of  warrants  and,  as  a  result,  creation 

of  a  separate  reporting  system  to  accommodate  the  needs  of  the  legislature 

and  the  university  system  was  possible.     The  final  project  plan  released  in 

September  1989  includes  the  following  project  objectives: 

One  primary  objective  of  this  project  is  to  improve  understanding  and 
accountability  of  the  campus/center  budgets  by  the  implementation  of  a 
system*  s)  that  meets  the  needs  of  the  OBPP,  the  LFA,  and  the  CHE. 
A  second  major  objective  of  the  project,  as  stated  in  HB26,  is  the 
inclusion  of  the  university  units  and  vocational-technical  centers  in  a 
uniform  state  central  P/P/P  System.  The  project  will  attempt  to  satisfy 
this  objective  to  the  extent  that  it  is  practical,  cost-effective  and 
not   inconsistent  with   the  project's  primary  objective. 

The  vocational  technical  centers  have  converted  to  the  P/P/P  system 
as  part  of  the  transfer  of  governance  to  the  Board  of  Regents.  Northern 
Montana  College  and  the  Montana  College  of  Mineral  Science  and  Technology 
are  currently  deciding  whether  it  would  be  more  cost-effective  for  them  to 
convert  to  P/P/P  or  continue  using  their  existing  payroll  systems  and  report 
data  to  RERS. 

As  described  in  the  current  OBPP  report,  the  proposed  system  is 
primarily     a     reporting     system.  Data     will     be     obtained     from     the 

campuses/centers  from  on-line  entry,  extracted  from  the  units'  computer 
data  bases,  extracted  from  the  centers'  P/P/P  files,  and  from  the  State 
Budgeting  and  Accounting  System  (SBAS).  Standard  reports  will  be 
generated  monthly  and  ad  hoc  reports  will  be  generated  as  needed. 

Another  decision  made  by  the  steering  committee  that  differs  from  the 
language  of  HB26  is  system  ownership.  The  law  states  "the  state  auditor 
shall  install  and  operate . . . " .     The  steering  committee  has  recommended  the 


Commissioner  of  Higher  Education  be  the  system  owner  because  the  RERS 
is  no  longer  tied  to  the  payroll  function. 

Timetables 

The  statement  of  intent  for  House  Bill  26  indicates  the  legislature 
anticipated  the  feasibility  study  would  be  completed  by  November  1,  1989 
and  the  system  be  completed  "no  later  than  January  1,  1991".  At  the 
September  1989  Legislative  Finance  Committee  meeting,  OBPP  presented  a 
draft  project  plan  (previously  approved  by  the  steering  committee)  which 
included  the  project  scope,  objectives,  organization,  direction,  schedule,  and 
budget.  The  draft  project  plan  indicated  the  feasibility  study  would  be 
completed  by  March  1,  1990  and  system  installation  would  still  occur  by 
January  1,  1991.  In  early  August  1990,  the  Postsecondary  Education  Study 
Committee  expressed  concern  to  the  RERS  project  team,  the  regents,  and 
the  university  system  that  system  implementation  proceed  as  quickly  as 
possible  and  noted  it  is  a  prerequisite  to  implementing  a  lump  sum 
appropriation  policy. 

The  feasibility  study  was  completed  and  presented  to  the  steering 
committee  on  August  27,  1990.  The  study  stated  system  implementation  is 
slated  for  July  1,  1991.  The  attached  OBPP  report  addresses  the  current 
timelines . 

BUDGET   ISSUES 
Current   Biennium 

The  project  plan  presented  to  the  Legislative  Finance  Committee  in 
September  1989  estimated  the  Information  Services  Division's  project  budget 


to   be   $318,514   in   fiscal   1990   and   $306,486  in   fiscal   1991.      The   attached 
OBPP  report  provides  further  details  on  the  current  project  budget. 


Potential    1993   Biennium   Fiscal   Impact 

As  noted  in  the  OBPP  report,  the  ISD  has  estimated  the  following 
costs  to  the  central  business  users  and  the  university  system  to  operate  and 
maintain  the  centralized  reporting  system  during  the  next  biennium. 


TABLE    1 

Estimated   Operating   Costs 

Regents   Employee   Reporting   System 

1993   Biennium 


User  Group 


Business 
Office 


ISD 

Utilization 
Charges 


System 
Support 


Total 


University 
Units 

Vo- Techs 

Central 
Business 
Users * 

TOTAL 
FY1992 


$148,071 


30.907 
$178.978 


University 
Units 

Vo- Techs 

Central 

Business 

Users* 

TOTAL 
FY1993 


$148,071 


15.956 


$164.027 


FISCAL  1992 

$25,928 
1,637 

59.294 

$86.859 
FISCAL  1993 

$25,928 
1,637 

59.294 


$36.400 
$36.400 


$18.200 


$18.200 


$173,999 
1,637 

126.601 
$302.237 


$173,999 
1,637 

$93.450 
$269.086 


$86.859 

^Central  Business  Users  include  the  Commissioner  of  Higher 
Education,   the  Office  of  the  Legislative  Fiscal  Analyst,   and  the  Office 
of  Budget  and  Program  Planning. 


These  costs  reflect  the  anticipated  workload  increase  for  units  and 
system  access  by  user  agencies  when  the  system  is  implemented.  The  costs 
of  providing  the  data  and  accessing  and  maintaining  the  system  are 
included. 

Three  questions  surfaced  in  the  analysis  of  these  costs: 

1)  Are  these  costs  reasonable? 

2)  Who  should  pay  system  operating  and  maintenance  costs? 

3)  What    mechanism    should    be    used    to    appropriate    funds    for    system 
maintenance  and  operation? 

Are   the   Costs   Reasonable? 

In  order  to  evaluate  the  reasonableness  of  the  estimated  costs,  similar 
types  of  costs  in  the  State's  Auditor's  office  were  used  for  comparison. 
The  State  Auditor's  office  provided  an  estimate  of  its  fiscal  1990 
expenditures  to  operate  and  maintain  the  state  central  P/P/P  system. 
Similar  costs  for  RERS  would  be  the  ISD  utilization  charges,  system  support 
costs,  and  central  office  personnel  costs  incurred  by  the  Commissioner  of 
Higher  Education  (CHE)   only. 
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Table  2  compares 
the  fiscal  1990  P/P/P  cost 
with  the  estimated  RERS 
cost  for  the  Commissioner 
of  Higher  Education . 
This  comparison  shows 
that  ISD's  cost  estimate 
is  in  the  cost  range 
incurred  by  the  State 
Auditor's  Office  for 
operation  of  the  P/P/P 
system . 


TABLE  2 

State  Central  P/P/P  System 

State  Auditor  vs.    Est.    CHE  Costs 

Cost  Type 

FY90  Est. 
P/P/P 

FY92  Est. 
RERS 

Central  Office 

$25,525 

$30,907 

ISD  Charges 

106.319 

60.166 

TOTAL 

$131,844 

$91,073 

#  Employees 

16,000 

11,000 

Cost/Employee 

$8.24 

$8.28 

Who      Should      Pay      System      Operating      and      Maintenance      Costs? 

ISD  has  allocated  $71,056  of  the  estimated  biennial  cost  of  operating 
and  maintaining  the  reporting  system  to  the  LFA  and  OBPP.  These  agencies 
would  be  charged  for  accessing  the  system  and  for  reports  generated  by  the 
system.  Currently,  OBPP  and  LFA  do  not  pay  the  State  Auditor's  office 
for  accessing  the  P/P/P  system  or  for  reports  generated  by  that  system. 
Under  ISD's  proposed  budget,  the  OBPP  and  LFA  would  pay  12.4  percent 
of  the  cost  of  maintaining  and  operating  RERS. 


TABLE   3 
ISD's    Proposed   Budget,    1993 

Biennium 

User  Groups 

1993  Biennial 
Cost 

Percent  of 
Total 

University  Units 

$347,998 

60.9 

Vo- techs 

3,274 

.6 

CHE 

148,995 

26.1 

LFA 

35,528 

6.2 

OBPP 

35.528 

6.2 

Total  Operation  and 
Maintenance  Cost 

$571  323 

100.0 

• 


ISD's  budget  does  not  take  into  account  other  agencies- -such  as  the 
Office  of  the  Legislative  Auditor- -that  might  have  need  for  information  from 
the  system.  The  steering  committee  has  not  discussed  whether  it  is 
appropriate  for  OBPP  and  LFA  to  pay  such  a  substantial  share  of  the 
operating  and  maintenance  costs  for  this  system.  Should  these  agencies 
have  to  pay  for  information  concerning  the  university  system's  payroll 
expenditures? 

Neither  the  OBPP  or  the  LFA  has  included  the  estimated  RERS  charges 
in  their  1993  biennium  budget  requests.  The  estimated  "share"  of  the 
system  costs  represents  a  significant  portion  of  these  agencies'  current  level 
data  processing  budget.  If  actual  costs  are  close  to  the  estimate  and  must 
be  covered  from  the  current  level  budgets,  other  services  and  projects  must 
be  scaled  down  or  eliminated. 

The  university  system  has  included  additional  funds  for  RERS  in  its 
budget  request.  The  exact  amount  of  the  request  has  not  been  finalized 
because  the  system  design  is  continuing.  However,  the  university  units 
have  put  the  Board  of  Regents  and  the  Governor  "on  notice"  that  additional 
funding  will  be  requested  to  cover  the  anticipated  costs. 
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What    Mechanism    Should    be    Used    to    Appropriate    Funds    for 
System   Maintenance   and   Operation? 

The  1991  legislature  will  be  faced  with  the  decision  of  whether  to 
appropriate  funds  to  maintain  and  operate  the  university  system  reporting 
system.  If  the  legislature  determines  the  implementation  of  the  system 
constitutes  a  modified  service  level  requiring  an  appropriation  in  addition  to 
each  agencies'  general  operating  budget,  it  could  choose  one  of  several 
alternative  funding  approaches: 

1)  The  legislature  could  add  the  necessary  amount  to  each  university 
units'  budget  and  to  each  central  business  user  agency's  budget  in  the 
general  appropriations  bill.  This  would  be  a  relatively  simple  approach 
as  the  need  for  the  additional  funds  could  be  discussed  during 
appropriation  subcommittee  hearings  on  each  agency's  general  operating 
budget.  The  disadvantage  of  this  approach  is  that  the  legislature  may 
not  address  the  additional  funding  consistently  as  the  different 
subcommittees  handle  the  university  budgets  and  the  LFA  and  OBPP 
budgets ; 

2)  The  legislature  could  approve  a  separate  bill  appropriating  the 
necessary  amount  to  each  university  units'  budget  and  to  each  central 
business  user  agency's  budget.  This  would  allow  the  legislature  to  be 
informed  of  the  total  on -going  costs  of  the  system  and  address  the 
need  of  the  additional  costs  in  a  "big  picture"  perspective  for  the 
whole  system;   and 

3)  The  legislature  could  appropriate  funds  for  the  business  office  costs 
to  the  university  budgets  via  a  formula  adjustment  and  add  the  ISD 
utilization  and  software  modification  charges  for  all  users  to  the 
Commissioner  of  Higher  Education  budget.     All  system  users  would  use 


11 


a  common  billing  number  and  all  utilization  and  software  modification 
charges  would  be  paid  from  the  Commissioner's  budget.  The  advantage 
of  this  approach  is  that  the  true  cost  of  using  the  system  would  be 
known  and  the  units'  cost  of  providing  the  data  would  be  addressed 
via  the  formula  adjustment.  In  addition,  the  budget  modification  would 
be  handled  consistently  because  it  would  be  considered  by  one 
appropriation  subcommittee  and  the  modification  could  be  incorporated 
into  the  general  appropriations  bill.  Under  this  approach,  the  LFA 
and  OBPP  would  not  be  required  to  pay  for  information  covering 
university  personal  services  expenditures.  The  costs  of  operating  and 
maintaining  the  system  would  be  paid  from  the  Commissioner's  budget, 
in  the  same  manner  the  P/P/P  costs  are  paid  from  the  State  Auditor's 
budget . 
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